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Growth Rigidity Business 


had been announced THE BULLETIN, the growth rigid- 
ity business was the subject the joint meeting and the 
luncheon the Business Historical Society and the American 
Economic Association held Philadelphia December 29, 1939. 
planned, papers were read Professor Gras 
Harvard University, Professor Violet Barbour Vassar College, 
Professor Earl Hamilton Duke University, and Professor 
Herbert Heaton Princeton University. The discussion was led 
Dr. Rudolf Clemen American University and Dr. Rufus 
Tucker, economist General Motors Corporation. Mr. Scho- 
field Andrews, the legal firm Ballard, Spahr, Andrews 
Ingersoll, presided the morning meeting, and Professor Frank- 
lin Ebersole, the Harvard Graduate School Business Admin- 
istration, the luncheon. brief résumé the papers and the 
discussion herewith given. Both will printed the supplement 
the March issue the American Economic Review. 

the first speaker Professor Gras had the double task in- 
troducing the subject and dealing with rigidity business the 
middle ages. held that rigidities are found all systems and 
forms business, but that there are two extreme patterns: one 
“elasticity with many rigidities,” and the other “stability arrived 
through the operation some system through planning.” 
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Under the first pattern strive for income, but most find that 
circumstances, including rigidities, hold them back, sometimes from 
disaster, sometimes from success.” While the other extreme the 
aim establish stability and security, leaders realize the danger 
setting dangerous rigidities. 

Professor Gras defined rigidity business “as condition 
circumstance found man, group men, institution which 
operates drag rigidity may impede the attain- 
ment objective business may “save from destruction 
business whole groups firms; least may tend that 
direction.” 

Rigidity business has long been recognized. early exam- 
ple the wages-fund theory, which goes back least Malthus, 
and second example price rigidity. But the subject has been 
considered more from the standpoint economic theory. “What 
need,” said Professor Gras, “is have someone think the 
subject through and give just broad and theoretical treatment 
practical and useful.” 

The speaker stressed the fact that forces work arise 
within business well the outside. Some students are in- 
clined emphasize the rigidity business men adapting them- 
selves external change, urging that large part business ad- 
ministration should consist and does consist adapting policy and 
management social and scientific environment. historian, 
however, cannot help being impressed with the number times 
that the primary force has lain within the field business and 
the counterforce has operated the outside.” For complete 
analysis both the inside and outside factors must considered. 
Among the latter, special attention should given prevailing 
business conditions. The student business would prefer dwell 
upon policy and management “as providing the more persistent 
and dangerous rigidities and also the more incisive and far-reaching 
elasticities,” while recognizing that “there Plimsoll line beyond 
which dangerous for governments heaping upon busi- 
ness burdens that become cumulatively intolerable.” 

considering the middle ages Professor Gras noted such well- 
known rigidities the doctrines just price and “no usury,” 
well the laws towns, states, and empires but gave attention 
chiefly less familiar aspects the subject, the policy and man- 
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agement the mediaeval business man with reference the two 
business systems—petty capitalism and mercantile capitalism. 

Petty capitalism—the system the “storekeepers 
keepers, pedlars, and traveling many ele- 
ments rigidity. Rigidities were found their policies, such 
emphasis high keeping opportunity open for all, and the 
equality masters. the side management the petty capitalist 
was bound the lack opportunity for individual specialization 
and differentiation. Moreover, the craft gilds aggravated the situa- 
tion excluding outside alien business men from the retail trade 
the town and excluding one craft trade from another’s field. 

the succeeding system—mercantile capitalism, which lasted 
from the thirteenth the early nineteenth century—the whole pic- 
ture changed. The sedentary merchant used his energy and his 
talent administration. There were elements rigidity his 
handling wages subordinate handicraftsmen and his fail- 
ure general see the potentialities the home market. But 
there were positive gains breaking the restraints the craft 
gilds and the oldtime town regulations. The merchant’s form 
organization provided large measure elasticity and flexibility 
had relatively little fixed capital and overhead and few em- 
had wide choice markets; performed many 
functions and could easily curtail one and emphasize another 
indeed, could even change from his own business that the 
great trading corporations. 

closing, Professor Gras noted that, while petty capitalism 
was rigid, mercantile capitalism was elastic. observed that 
the more modern period there would probably found the same 
difference between industrial capitalism capitalism, 
while the current national capitalism promises rigid. this 
alternation really has occurred, matter which deserves special 
attention. 

Assuming the greater flexibility within business which Pro- 
fessor Gras had dealt with, Professor Barbour, who spoke 
rigidity business the sixteenth and seventeenth centuries, dis- 
cussed chiefly exterior forces and factors. 

During the sixteenth and seventeenth centuries many ideas and 
institutions which had restrained the free behavior business 
the middle ages lingered on, but they were either weakened ef- 
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fectiveness else transformed the great social and economic 
changes ensuing from discoveries new lands and new trade 
routes, from the Protestant revolt, and from the emergence 
the modern national state and its association with middle-class 
enterprise. These changes tended the emancipation business 
from local regulation and from dependence static local markets, 
also from moral curbs which the mediaeval Church had tried 
enforce. They tended also encourage expansion business en- 
terprise and progress organizing and financing business under- 
takings. 

Professor Barbour showed that the same time new rigidities 
began felt. First, there were the pressures exerted the 
state, which were political, fiscal, and regulatory, following mer- 
cantilist patterns general. Second, there was the domination 
metropolitan capitalism with tendencies towards monopoly and 
exploitation. prices, the disruption local price areas, with 
the growth national and international markets, and the revolu- 
tionary impact American silver European prices made at- 
tempts price control futile, except temporarily limited urban 
markets the case few commodities the supply which 
could controlled. Although wages are known have lagged 
behind prices, general they followed the same upward trend. 
But where industry was legally confined towns, the Nether- 
lands, where from other causes was geographically concen- 
trated, employers were likely combine rigid 
International and interurban competition certain industries ex- 
ercised downward compulsion prices and wages and made 
imperative for merchants strive for flexibility. 

the whole one may conclude that business responded am- 
bitiously, ingeniously, and flexibly the great changes and oppor- 
tunities this period. Compared with the earlier time, this appears 
have been era relative flexibility which 
broke down and new ones had not yet brought serious difficulty. 

Professor Hamilton carried the subject through the eighteenth 
century, chiefly with reference England. introduced his paper 
with the general observation that while laisses-faire came 
“enthroned the social thought the eighteenth century, 
was years before its full influence English commercial policy 
was felt.” 
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Yet, throughout the century flexibility was growing. The Eng- 
lish craft gilds declined gradually the first half and rapidly the 
second half the eighteenth century, but scholars have shown 
that the gilds declined many their supervisory functions were 
effect taken over the local national government and pro- 
ducers’ associations. 

Various changes brought greater flexibility labor. The Eliza- 
bethan Statute Apprentices was weakened nonenforcement 
and piecemeal legislation, though the statute itself was not repealed 
until 1814. The Law Settlement, which materially impeded the 
mobility labor, became increasingly difficult enforcement and 
was greatly weakened its modification 1795. the same 
time displacement peasants the rapid course enclosures 
and the agricultural revolution, the growth population, the 
competitive efficiency the new machinery, the redistribution 
industry exploit new resources under the stimulus invention 
and catastrophic decline the rate real wages combined 
increase the responsiveness labor economic change.” There 
was the same time impulse towards labor organization some 
fields, “but the introduction machine technique 
tendency for skilled handicraftsmen organize manifested before 
the beginning the Industrial Revolution.” 

Trade within England, said Professor Hamilton, was not ob- 
structed such regulations interfered with the movement 
goods the Continent. Combinations capitalists, which pre- 
sumably increased the century passed, may have been sig- 
nificant factor business rigidity, but this have little in- 
formation. Although there was much complaint chartered 
monopolies external trade, “we lack clear evidence whether 
the monopolistic restrictions the privileged companies increased 
decreased during the eighteenth century.” 

England was far from enjoving freedom foreign trade the 
eighteenth century. There was tightening navigation acts; 
there were prohibitions and prohibitive duties imports. But 
while regulation continued, “violations and evasive mercantilist 
trade regulations, territorial expansion the market for English 
goods, and extension the area from which raw materials were 
drawn probably tended decrease the rigidity 
the frequency price capitalism, perhaps 
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the best single objective test business Ham- 
ilton held that evidence pointed greater flexibility 
significant that the evidence seems show that price changes were 
relatively frequent such monopolistic industries the coal and 
spice trades. The relative infrequency change textile prices, 
the other hand, reflected the neutralizing effect sweeping tech- 
nological advances the sharply upward tendency commodity 
prices accompanying monetary and credit expansion. 

Professor Hamilton made the general conclusion that, though 
there was advance the direction flexibility the eighteenth 
century, “the extent the advance flexibility commonly ex- 
aggerated, for the essential elements the mercantile system 
survived.” 

comparison with earlier said Professor Heaton 
about the nineteenth and twentieth, “this period was the very anti- 
thesis was the age liberation, free 
enterprise, free trade, free movement, free labor, and free land.” 
Politics not only removed hindrances, but usually even helped 
wherever was asked sufficiently powerful energetic 
interests. general its policy was composite “Help, don’t 
tion, the other hand, before 1900 the state intervened only when 
there was “an overwhelmingly convincing case.” 

the dynamic nineteenth century rigidity seems out place, 
but, while external aspects rigidity were disappearing, some in- 
ternal ones remained, new ones developed, and some grew large 
dimensions. very speed change made the dangers and costs 
rigidity high. 

Professor Heaton spoke length one difficulty that 
the quantity fixed capital needed for the new equipment 
manufacturing and transportation. 1815 British cotton manu- 
facturers reported impressive amount capital invested 
and machinery, which are inconvertible any other 
fear the consequences sinking funds bricks, 
waterwheels, and jennies prevented many merchants from adopt- 
ing new methods, but eventually the competition factories largely 
drove them from the field. Much the fixed capital early nine- 
teenth century industrialism, however, was supplied and built 
men who were. primarily manufacturers, who probably did not 
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worry much about their fixed capital except when was borrowed 
invested sleeping partner who demanded regular and 
considerable return. 

The really overpowering rigidities the early industrialists, 
according Professor Heaton, were different sort. They 
were the heavy taxes the Napoleonic war, the laws which 
England forbade the establishment joint-stock banks, and, 
“above all, the obligation pay one’s bills time, hoping that 
one’s debtors would the same.” 

The nineteenth century revealed various degrees rigidity. 
Some business men, who were stolid and had been prosperous, clung 
old patterns and styles too long and relied old forms 
marketing. Others, who were enterprising, tried novelties style, 
price, and quality and experimented with new forms marketing. 
such were the vigorous colony Yorkshiremen who developed 
the shipping cotton from New York Liverpool. One them 
founded the first line transatlantic packet ships which did 
much put New York ahead its two rivals. such men, 
observed the speaker, there was little rigidity. 

Rigidity fixed capital burdens did not seriously influence 
manufacturing until the time the great iron and steel, chemical, 
coal, and light and water plants the second half the century. 
Railroads, especially, were greedy fixed-capital consumers. The 
method financing the transport system—that is, the raising 
large proportions the capital through even more 
important our subject than the amount capital involved.” 
This was true North America even greater extent than 
England. 

There were also other rigidities. There were rigidities cost 
and price, different origins. There were rigidities business 
policy “which make firm unable, unwilling, hesitant embark 
new products, diversify specialize, expand contract, merge, 
integrate, even change the chain over which And 
finally, said Professor Heaton, are rigidities the business 
ideas concerning himself his relation the community and 
the community’s ideas concerning its relation him.” 

Professor Heaton closed his discussion with 
comments. The importance some aspects the problem (for 
instance, the influence labor organizations wages) has prob- 
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ably been rigidity inherent and inevitable 
nature many our modern the effect rigidities 
varies with the phases the business cycle with the trend. 
Lastly, Professor Heaton asked whether there in- 
herent rigidity modern capitalism, the modern forms 
capitalism, which impels certain unchangeable direction 
destruction least drastic transformation.” Marx thought 
there was and, later, Sombart. certain that the rigidities 
created the system itself during the last fifty years, plus those 
world preparing for war, and world which believes that 
political means can work economic miracles, have produced 
economic order which far remote from the classic capitalism 
the Victorian age. equally certain that the forces which 
drove and dominated that classic age seem spent.” 

opening the discussion these papers Dr. Clemen expressed 
the hope that Professor Gras would elaborate upon the theoretical 
part his paper. Pointing out the tendency rigidities spread 
from one field another, stressed the stopping the spread 
rigidities the real problem today. opposed greater govern- 
ment control “because for one thing business decisions 
government are more and more removed from the business firing 
might possible, however, have flexible policy 
regulation. Distinction should for instance made between de- 
clining industries industries which are financially weak, such 
railroads, and new industries, such aviation. Fewer govern- 
mental rigidities for new industries would help create 
vide new free frontier for active, restless, and ingenious 
people. 

Dr. Rufus Tucker called attention the question the 
rigidity the social structure—the ease difficulty with which 
individuals can shift and rise from lower higher 
income classes. noted that mobility depends both the train- 
ing and the capital needed for entering various occupations and 
that training easier obtain, and, while more capital now 
required, more exists and the facilities are greater for operating 
with the capital others. 

Price rigidity, according Dr. Tucker, needs further study. 
Some prices have always changed more rapidly than others, and 
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some have shown greater sensitivity depression. clear that 
large-scale enterprise not the explanation price rigidity. The 
rigidity wage rates may responsible for rigidity industrial 
prices. Since the modern laws—generally intended keep wages 
increase them—are supplemented the activities 
strong labor organizations, “it likely that they are more effective 
keeping wage rates during depressions than the older laws 
were keeping them down during booms.” 

The luncheon meeting, like the morning session, was very well 
attended. Professor Fritz Redlich Mercer University 
stressed the necessity clear definition terminology. Professor 
Harold Innis Toronto University called attention the need 
caution dealing with the relation rigidity the business 
cycles. also spoke the importance technological liquidity, 
inelastic political constitution, and the geographic factors. 
Mr. Elisha Friedman, formerly the New School fer 
Research, spoke accounting factors, the question rigidity 
cost and income—he held that the only elastic factor remaining 
profits. Mr. Charles Moore the Harvard Graduate School 
Business Administration stressed the importance 
sonality factor, for instance, the kind man the business executive 
is, his attitudes, his experience, his age, and on. The last speaker 
was Professor Frank Fetter Princeton. held that the theorist 
should help analyze the concepts involved thinking about 
rigidity business and thus help simplify and clarify that think- 
ing. spoke especially the need defining clearly overhead 
costs and distinguishing between contractual costs 
which are not contractual and can therefore more easily reduced. 
Other speakers added the value the discussion. 

The meetings may summed follows. The attendance was 
excellent and the interest the subject was keen. While there was 
clear agreement the meaning rigidity business, the 
possibilities the subject for further thinking were very clear. 
Especially significant the business historian, and the economic 
theorist and historian well, was the emphasis that was placed 
the importance factors operating within business itself. The 
long-range view regulation and other restrictions enterprise, 
which the papers presented, served emphasize the critical im- 
portance today the subject business rigidity. 


Recent Books Marketing 


Sister Marietta Jennings, Pionecr Merchant St. Louis, 1810- 
1820: The Business Career Christian Wilt. New York: Colum- 
bia University Press, 219 pp. $2.50. Reviewed 
Porter, Vassar College. 

important figure the development American business 
was the pioneer merchant. Sometimes settled beyond the range 
the white man’s civilization Indian sometimes 
became the country village storekeeper frontier communities, 
and such often provided all the business service his small 
and sometimes became one number mer- 
chants more highly developed rapidly growing trading town. 
every case, was successful, his business was constantly 
changing, adjusting itself the needs and opportunities 
rapidly growing society. 

The history Christian Wilt’s business career study 
early merchant this type. tells story mercantile enterprise 
St. Louis, vigorous trading community, its early days. 

Christian Wilt was barely twenty years old when the spring 
1810 and Zachary Mussina, partner his uncle Joseph 
Hertzog, left Philadelphia for St. Louis with consignment 
groceries and dry goods; died 1819 after reasonably suc- 
cessful business career. Though his career was too brief give 
him the prominence such contemporaries the Chouteaus, 
and Prattes, none the less important the student 
frontier trade fairly typical the work the respectable, 
energetic smaller business men the time. 

did not lack variety. Though 
was originally sent out assist his uncle’s partner, de- 
parture 1811 left Wilt launch the business. soon became 
partner the enterprise. sold retail, put goods out 
commission “in the towns about,” and traded 
cheap lands. The lead, furs, beeswax, saltpeter, and hemp for 
which frequently bartered were shipped down the Mississippi 
the Ohio. Furs were such profitable investment that Wilt 
soon became not much dry-goods and grocery merchant, 
accepting furs exchange, fur trader, paying whenever possi- 
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ble merchandise. Transportation was. slow, difficult, and dan- 
gerous; boat from Pittsburgh was wrecked 
Manufacturing, based the rich Missouri lead deposits, soon 
developed. red-lead factory, begun the fall 1811, was not 
finished till March, 1812; the meantime Wilt’s firm smelted pig 
lead. 1814 white lead was added, and 1815 shot-tower, 
under construction for two years, began operations. The scarcity 
and high price skilled labor, and the danger working with 
lead, forced Wilt depend largely upon hired slaves—one these 
died, while his successor became seriously ill. 

The War 1812 made difficult obtain goods, and Wilt 
had resort such expedients “bartering lead 
robes for tobacco, country linens, cordage, and stoneware” 
the river towns. The war was also factor causing the firm 
begin 1813 the manufacture soap and candles from deer and 
buffalo tallow. The war further led Wilt “to venture into the 
wholesale trade” supplying the United States troops. con- 
tinued his interest fur trading, sending agent 1814 into the 
Southwest for “deerskins, raccoons, buffalo robes, tallow, 
buffalo tongues, beef, salted trout, turkey wings, 
hams, venison, and hides,” and also bearskins and tar. Since 
frontier trade regular supply liquor was essential, 1817 Wilt 
opened distillery. Thus the opportunities and exigencies time 
and place caused the young general merchant assume steadily 
increasing functions; during his brief career appears tendency 
towards specialization. 

Material lacking for understanding young Christian 
personal energetic and enthusiastic certainly 
was, probably excess judging from his early death, but know 
nothing his nonbusiness life save that like that better-known 
contemporary German-American fur trader, John Jacob Astor, 
was interested the theater project, the establishment 
which participated, was unsuccessful. 

The strictly topical arrangement this book makes difficult 
confusing statements might mentioned for the sake the 
record: Astor sold out the American Fur Company’s Western De- 


partment 1834, not 1833 (p. would better write 


either “renards” “foxes” than both; coming the river 
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and keels going down” (p. 54) reverses the normal process. One 
would grateful for fuller explanation the processes manu- 
facturing red and white lead. The picture, drawn from 
papers and many other manuscript and printed sources, early 
St. Louis business life—its cosmopolitanism: French, Spanish, 
Anglo-Americans, Germans, Italians, the “Irish 
picturesque characters (the merchant who could not grant credit 
because had never learned write,” its prac- 
tices, prices, and commodities—is welcome contribution Ameri- 
can western and business history. 


George Burton Hotchkiss, Milestones Marketing. New York: 
The Macmillan Company, 1938. 305 pp. $2.50. Reviewed 
Henrietta Larson, Harvard University. 
The main purpose this historical study,” says the author, 
serve background for the appraisal present-day distribu- 
tive methods, and the policies governments toward 
The method the book sketch large way the evolution 
the American and English market distribution. 
the broad sweep its contents the book can said have 
single thesis, that that svstem market distribution 
which most effectively adjusts itself the changing character and 
needs the ever changing society which serves. 

The author traces the life history marketing institutions and 
gives judgments them. For instance, “in most English towns, 
the Merchant Gild had finished its useful work when succeeded 
freeing the market from the arbitrary rule lord. Its sub- 
sequent efforts make the market monopoly for the benefit 
its members, rather than administer for the benefit con- 
sumers, simply hastened the development the crafts gild move- 
ment.” The craft gilds arose because they met definite needs, but 
with the decline town economy and the rise national economy 
they declined. Among the factors contributing their decline, says 
the author, were the drive the need removing barriers trade 
within England and the drive foreign trade which brought large- 
scale mercantile capitalism even into the production English 
cloth. 

The author investigates successive systems marketing and 
various factors they rise, are influential, and disintegrate 
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disappear. 1914 distribution commodities all sorts 
the United States was moving with smoothness and precision 
unprecedented here elsewhere the world’s history.” But the 
war 1914-18 completely disrupted the marketing system the 
civilized world. New measures were employed business and 
governments meet new problems and needs, but the obstacles 
adjustment were too severe and many countries depression 
brought regulated economy. 

book does not present much that new the way 
facts—it follows the work economic historians and could indeed 
called economic history marketing. The work would have 
been stronger had included more the business history 
marketing, the process operation contrasted with the in- 
stitution system. But such history marketing cannot 
written until much further research has been done the field. The 
author uses the material hand. the light that 
material justified urging that attacking our present 
problems give attention past experience. Failure 
has meant repeating the mistakes the past. 


Proposed Economic History Association 
and Industrial History Society 


There seems strong interest this time the idea 


national organization the field economic and industrial history. 


group economic historians and economists met during the 
annual session the American Economic Association 
delphia, December 29, 1939, consider plans for organizing 
American economic history committee was elected 
work out the final details for the proposed organization. The next 
day, the meeting the American Historical Association 
Washington, group historians took similar steps towards the 
organization industrial history society. Final details remain 
worked out both cases, and the feeling has been expressed 
many that would well the two groups could find com- 
mon ground for cooperation. Whatever may the outcome, 
very heartening for those who work economic and business his- 
tory see these moves towards greater activity and collaboration 


the field. 


The Steinman Hardware Company, 
Lancaster, Pennsylvania 


The claim made that this hardware store the oldest retail 
concern the kind, indeed any kind, the United States. 
Certainly cannot discover older one. course, there are 
older firms elsewhere America: Philadelphia alone there are 
least four manufacturing concerns that back earlier year. 

Settlement Lancaster County began about 1709, and Lan- 
caster village, dating from 1718, became borough 1742. Ac- 
cordingly, the hardware store, which was established not later than 
1744, could not have wasted much time getting started. 

The original establishment was combination blacksmith’s 
shop, tavern, and ironmongery. was the last-named division that 
really grew through the generations that followed. The first pro- 
prietor was John Miller (Johannes who carried from 
1744 1764; the second was John Christopher Heyne, 1764-81; 
and then came three generations the Steinman family, 1781-1926. 
The firm changed from individual proprietorship partnerships 
and then corporation 1900. The family Moore, now 
the chief position management, entered the firm 1914. 

early days great many alcoholic drinks were sold, and each 
large quantities wine, brandy, rum, and beer. The townsmen 
charged their drinks, some cases daily for months time. 
Often customers got loans money well made purchases 
goods and services credit. Payment was made cash, goods, 
and services. Some the goods received payment were sold 
other customers, for example, rum, brandy, wine, and oats. All 
these data are set forth Day Book and Ledger the only 
records the old store that have survived the housecleaning 
energies one the last partners. 

Continuity operation found continuous activity, the 
occupation the same site, and the handling iron some form 
from first last. Today the store three-story, bright, attrac- 
tive, and modernized place business, which carries various kinds 
hardware, including electric fixtures and sporting goods. 
faces somewhat younger but larger establishment the Hager 
Department Store which was founded 1821. Farther the 
street the Demuth Tobacco Store, opened 1770, which not 
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only sells tobacco various forms but also manufactures hand- 
made cigars and snuff. 

The secret such longevity must lie conservative manage- 
ment and the luck having several generations the same 
family follow the one occupation. The Pennsylvania Germans seem 
have more than their share this continuity, and the rest 
stand admiration their success. general, the age their 
firms exhibits marked contrast the paucity their surviving 
records. But, all cases, there pride age and honorable 
record and tendency use history appeal institutional 
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